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The PHVAP case study illustrates a Federal nmanagenent
initiative to inprove performance by | ocal governnent partners.
Many Federal prograns involve the |ocal admnistration of Federal
funds. Such prograns pose the adm nistrative chall enge of
ensuring effective nanagenent while permtting |ocal discretion.
HJUD s PHVAP program provi des an exanpl e that nmay be of interest
Federal agencies, such as Labor, Health and Hunman Servi ces,
Commerce, and others seeking to pronote effective |ocal
adm ni strati on of Federal resources.



PUBLI C HOUSI NG MANAGEMENT ASSESSMVENT PROGRAM

Cont ext_

The Public Housi ng Managenent Assessnent Program ( PHVAP,
pronounced FEE-map) resulted froman effort by the Departnent of
Housi ng and W ban Devel opnent (HUD) to inprove the nmanagenent of
public housing. The public housing program operates nore than
1.4 mllion housing units around the country. The Federa
governnent, through HUID, is the major funder of the program but
the actual day to day operations of public housing are
adm ni stered by about 3,200 |ocal public housing agencies (PHAs).

Wthin HUD, the public housing programis adm ni stered by
the Ofice of Public and Indian Housing (PIH. PIH has
approximately 1,300 full tinme equivalent enployees. |n addition
to the public housing program PIH is responsible for
adm ni stering the Section 8 housing assistance program Overall,
the fiscal year 1995 funding | evel for program adm nistered by
PIH was about $14.5 billion. The principal prograns for public
housi ng were funded in fiscal year 1995 as foll ows:
noder ni zation, $2.9 billion; operating subsidies, $2.9 billion;
drug elimnation, $290 nillion; Indian housing, $282 mllion; and
revitalization of distressed public housing, $500 mllion.

Most of the public housing stock was constructed between the
1950s and the 1980s, and very little public housing has been
constructed in recent years. The primary costs associated with
publ i ¢ housi ng now are those necessary to operate and noderni ze
the existing stock. Since nost public housing residents have
very low incones, the rents they pay result in revenues that are
far less than the costs of operating the units they live in.

Thus, HUD provides funding to the PHAS to subsidi ze program
operati ons and noderni zati on.

The PHAs thensel ves own and manage public housing. They
collect rents, maintain waiting lists, fill vacancies, perform
mai nt enance, provide tenant services, and carry out the other
tasks necessary to manage rental housing. HUD has an oversi ght
responsibility, however. HJUD needs to ensure that its subsidies
are well-used and that the public housing program provi des
| ow-i ncone Anmericans with the decent, safe, and sanitary housing
t hat Congress i ntended.
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Hstorically, HUD has perforned this oversight function
t hrough regul ation and nonitoring. By regulation, HJUD specifies
how PHAs nust act in admnistering the prograns that subsidize
public housing. HUD field staff |ocated in offices throughout
the country, make nonitoring visits to PHAs. In these visits,
they inspect units and review docunents to nake sure that the
PHAs are admni stering the programeffectively.

This traditional approach to nanagi ng Federal prograns has
sonme drawbacks. For one thing, in a national programit can be
difficult to ensure that HUD is applying the sane standards to
PHAs in different parts of the country. PHVAP originally was
devel oped as a neans of providing uniformobjective standards for
PHAs across the country.

The approach that enphasizes nonitoring also tends to be
expensi ve, because it requires significant staff preparation and
travel for intensive reviews of PHA operations. And, this
expense may be msplaced. As regulations proliferate, the
noni tori ng approach sonetimes nmay overenphasi ze process at the
expense of performance. In public housing, nonitors and PHAs
often spent a great deal of energy in making sure that rather
mnor regul ations were conplied with rather than in ensuring that
t he housi ng was managed wel | .

During the 1980's, HUD began a "ri sk assessnment"” approach to
monitoring. The theory behind risk assessnent is that if you
have limted staff resources, it is better to focus the resources
where you think you are nost likely to have probl ens rather than

to spread themevenly across the board. In about 1987, HUD began
an admni strative approach known as the Decontrol Programas a
means of furthering the risk assessnent approach. In the

Decontrol Program PHAs that were determned to be
wel | -performng were subject to | ess frequent intensive
noni t ori ng.

To be determned to be well-performng in the Decontrol
Program a PHA had to performwell on nanagenent criteria, many
of which are simlar to those currently used in PHVAP. The
Decontrol Programwas successful in focusing resources on the
PHAs that were at high risk of msmanagenent. However, the
program di d have sone problens. Notably, an audit by the
| nspect or General uncovered sone fraud in some PHAs that had been
determned to be good perfornmers. This caused the programto be
suspended and for the Departnent to re-examne this approach.
This re-examnation | ed to the devel opment of PHVAP.
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Devel opnent of I ndicators

During the late 1980's, HUD convened a wor ki ng group of
public housing practitioners to reappraise the criteria used in
the Decontrol Programand to identify ways of better identifying
and tracking well-performng PHAs. HUD used the criteria and
procedures that emerged fromthis working group as the basis for
a legislative proposal that becanme PHVAP.

PHVAP was aut hori zed by Section 502 of the National
Af fordabl e Housi ng Act (NAHA) of 1990. The legislation
identified seven specific indicators:

nunber and percent of vacancies

amount and percent of nodernization funds unspent
per centage of rents uncoll ected

ener gy consunption

average turnaround tinme for vacant units
proportion of work orders outstandi ng

percent of units inspected.

NookrwhrE

These seven statutory indicators enphasi zed performance with
regard to nmai ntaining high | evels of occupancy, naintaining and
noder ni zing the stock, collecting the rents, and conservi ng
energy. Notably, all of these indicators are objective and
capabl e of being quantified. They also all are strictly
managenent issues and avoi d conpliance issues. The legislation
al so specified that the Secretary of HUD could identify other

i ndi cat ors.

The Departnent published a proposed rule on April 17, 1991.
That proposed rul e contai ned 32 PHA perfornance indicators and
nunmer ous sub-indicators. Mich of the coment on the proposed
rule, primarily by PHAs and interest groups, was that HUD had
proposed too nany indicators and that many of the indicators were
desi gned to assess conpliance w th program policies and
regul ations rather than nmeasure operational effectiveness.

Congress then anended Section 502(a) by includi ng | anguage
in HUD s 1992 Appropriations Act that limted PHVAP to the seven
indicators in the NAHA Act, plus a maximumof five others. To
i npl ement PHVAP, the Departnent published an InterimRule on
January 17, 1992. It required PHAs with 500 or nore units to
submt a PHVAP certification to HUD by March 2, 1992, based on
the PHA' s 1991 operations. Participation by snaller PHAs was
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phased in. The final group of PHAs was required to submt
certifications covering the fiscal year that began in April 1992.
This interimrul e continues to govern the program

The Departnent has continued informally to receive a | ot of
public comrents on the InterimRule. PHAs and public housing
i nterest groups have nade suggestions for revising the
indicators. In preparing a final rule the Departnment has taken
t hese coments into account and al so has convened a wor ki ng group
of interested parties, including PHAs of all sizes and
performance |levels. As part of the process of preparing the
proposed rul e, HJUD undertook maj or consultation with
representatives of public interest groups and public housing
agencies in Novenber 1993 and again in January 1994. The
Department then produced and tested a revised PHVAP i n about 45
PHAs around the nation.

This process has resulted in a proposed rul e, which was
published in the Federal Register on May 6, 1996.
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| ndi cators of Qutcone/Results

The PHVAP Indicators . PHVAP has been operating under an
interimrule that was published on January 17, 1992. That rule
established indicators related to 12 aspects of public housing
nmanagenent :

Mai nt ai ni ng a hi gh occupancy rate

Moder ni zi ng t he stock

Col l ecting Rents

Using Energy efficiently

Preparing and | easi ng vacant units

Respondi ng to requests for mnaintenance

| nspecting units and systens annually

Keepi ng Tenant accounts receivabl e | ow

Mai ntai ni ng appropriate | evels of operating reserves
Keepi ng operati ng expenses w thin resources
Carrying out a programof Resident Initiatives

Mai ntai ning a capacity to devel op additional units

el
NPOOONOOA~AWNE

As currently inplemented, three of these 12 indicators are
divided into conponents so that in all there are 22 separate
variabl es that nake up the PHVAP score. The various indicators
and conponents are given different weights in conpiling an
overal | PHVAP score. The follow ng table sumrari zes the

i ndi cators, conponents, and wei ghts.

TABLE 1
PHVAP | ndi cat ors and Conponent s

1. Nunber and percentage of vacant units (indicator weight = 3)
2. Moder ni zation (indicator weight = 2)

a. unexpended funds nore than 3 years ol d (conponent
wei ght = 2)

b. tineliness of obligation of funds (conponent wei ght =
1)

C. contract adm nistration (conponent weight = 1)

d. qual ity of physical work (conponent weight = 3)

e. budget control s (conponent weight = 1)
3. Rents Uncol l ected as a percent of total rents (indicator
wei ght = 3)
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4. Annual energy consunption conpared with 3 year rolling
average (indicator weight = 1)

5. Unit turnaround -- average tinme to repair and rent vacant
units (indicator weight = 2)
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TABLE 1 (continued)
PHVAP | ndi cat ors and Conponent s

6. Qut standi ng work orders -- percent of workorders outstanding
and reduction in tine to respond to workorder requests (indicator
weight = 1)

7. Annual 1nspection and condition of units and systens

(i ndicator weight = 3)

a. Systemto track inspection and repair (conponent weight
= ]_)

b. percent of units inspected | ast year (conponent wei ght
= ]_)

C. correction of unit deficiencies (conponent weight = 3)

d. i nspection and repair of systens (conponent weight = 3)
8. Tenant Accounts receivable -- percent uncollected for the
period (indicator weight = 1)
9. Qperati ng expenses as % of maxi num al |l owed (i ndi cator wei ght
= ]_)

10. Routine operating expenses | ess than operating i ncome and
subsi dy (indicator weight = 1)

11. Resident initiatives -- has PHA undertaken a series of
initiatives to support resident safety and inprovenent?
(i ndicator weight = 3)

12. Devel oprent (i ndi cator weight = 1)

a. quality of contract admnistration (conponent wei ght =
1)

b. tineliness of devel opnment (conponent wei ght = 2)

C. quality of work (conponent weight = 3)

d. budget control s (conponent weight = 1)

The indicators vary sonewhat in quality. Mst are
quantitative and outcone-oriented, as the average percent of
units that are vacant, whether noderni zation funds are unexpended
after three years, and the average tine to turn around a vacant
unit. But some of the indicators are qualitative and
process-oriented, as whether the PHA has a systemto track unit
i nspections, whether it has undertaken resident initiatives, and
the quality of its admnistration of devel opnent contracts. The
data to support PHVAP cone fromthe PHA nmanagenent systens, and
PHAs nust certify to their accuracy.
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The weights for the indicators are somewhat arbitrary, but
rational. They did not result froma statistically-oriented
quantitative managenent review, but rather through a reasoned
di scussion by the public housing coomunity. In essence, the
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process was one that determ ned, for exanple, that turning around
vacant units and collecting the rents were three tinmes as
i nportant as energy conservati on.

I n cal cul ati ng PHVAP scores, each PHA receives a grade on a
scale of "A" to "F' on each of the 22 variables, based on its
actual performance data. For exanple, a PHA with a vacancy rate
bel ow 1% woul d receive a grade of "A" A PHA with a vacancy rate
of nore than 8% would receive an "F." This letter grade then is
converted to a nuneric score as foll ows:

A = 10.0 points, vacancy rate 1%or |ess
B = 8.5 points, vacancy rate of 1 to 2%
C= 7.0 points, vacancy rate of 2 to 3%
D= 5.0 points, vacancy rate of 3 to 6%
E= 3.0 points, vacancy rate of 6 to 8%
F = 0.0 points, vacancy rate greater than 8%

(This description is somewhat sinplified. See Attachnment A which
contains that PHVAP regul ations for a conpl ete description of how
the scores are cal cul ated.)

I n the noderni zation, annual inspection, and devel opnent
indi cators, the conponents then are weighted and sumed to
generate an overall score for the indicator. Then the scores on
the 12 indicators are weighted and sumred to generate a total
score. The maxi mum possi ble score for a PHA is 220 points. Each
PHA' s PHVAP total score is then expressed as a percentage of the
total possible points. PHAs that score 90 percent or higher are
considered to be high perforners. Those that score between 60
and 90 percent are considered standard, and those that score
bel ow 60 percent are considered to be troubled. Fi gure 2 shows
the proportion of PHAs in different size categories by their
PHVAP rat i ng.

TABLE 2
PHVAP Rating by PHA Size

Nunber of units nmanaged

Less t han 4, 000
PHVAP Rat i ng 500 500-1, 249 1. 250-3,999 or Mre
H gh perforner 54% 52% 42% 41%
St andard 44% 44% 55% 41%
Tr oubl ed 2% 6% 3% 18%
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Nunber of PHAs 2, 668 225
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Regardl ess of its overall PHVAP score, a PHA that scores
bel ow 60 percent on the nodernization indicator is considered to
be "nod-troubl ed.” Managi ng the process of inproving the housing
stock is considered to be of such inportance that HUID tries to
ensure that every PHA has the capacity to carry out
noder ni zat i on.

Does PHVAP Wrk? . The foregoi ng descri bed how PHVAP scores
are generated and generally how PHAs score on PHVAP. PHVAP s
ef fecti veness as a managenent tool, however, depends on its
accuracy and its ability to provide incentives to inprove. Anbng
the questions related to assessing its effectiveness, then, are:

o] Is it reliable -- are the data upon whi ch PHVAP scores
are based accurate and consistently reported?

0] Does it provide the right incentives -- do PHAs inprove
their managenent by trying to inprove their PHVAP scores?

0] Is it valid -- are PHAs with higher scores better
managed than those with | oner scores?

PHVAP has not yet been the subject of a conprehensive
evaluation, so HUD has no definitive answer to these questions.
Feedback from PHAs, informal assessnents, and one snall study by
the O fice of the Inspector general have suggested sone probl ens
with PHVAP. However, the general working conclusion in HD is
that PHVAP is successful in identifying the PHAS w th rmanagenent
probl ens so that they can receive renedial treatnent.

The data upon whi ch PHVAP are based are gathered by the PHAs
t hensel ves. Thus, the overall reliability of the system depends
on whet her PHAs gather and report information accurately and
consistently (HUD field staff are required to conduct
confirmatory reviews with regard to PHVAP data, so the data are
subject to verification.) HJJs Ofice of the Inspector CGeneral
reviewed PHVAP scores for 12 PHAs in FY 1992 and found sone
problens with the data that resulted in inaccurate and
i nconsi stent scores. Although this audit was done during PHVAP s
first year and al t hough reporting has undoubtedly i nproved,
incorrect data continue to be a matter of concern for HUD.

PHAs have an incentive to have high PHVAP scores. They nake

the executive director and the PHA | ook good and earn the PHA
sone regul atory relief. Self-certified PHVAP data are subject to
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confirmatory reviews by HUD field staff, but resources prevent
staff fromreview ng nost PHAS in any year. Mreover, the HUD
field may have an incentive to want to boost PHVAP scores.

Having too many PHAs on the troubled |ist may suggest a
managenent problemin the field office and nay al so increase the
field office's work load resulting fromthe need to develop a
menor andum of agreenent or inprovenent plan with additional PHAs.
However, before PHAs can be taken off of the troubled list, they
now nust have a confirmatory review This represents a
significant effort to discourage the reporting of erroneous dat a.

Arelated problemwith the reliability of the data is
whet her PHVAP i ndicators are susceptible to "gamng." For
exanpl e, the base agai nst which vacant units are cal cul ated
excludes units that are schedul ed for nodernization. It could be
possible for a PHA to show a good occupancy rate by nani pul ating
its nodernization schedul e.

Simlar to the gamng issue is the types of incentives that
PHVAP provides. ldeally, a PHAwith a | ow score would want to
inprove its score and by so doing will inprove its managenent.
The above noderni zati on exanpl e, provides an exanpl e of PHVAP s
possi bly providing the wong type of incentive. To maintain a
hi gh occupancy rate, a PHA mght be tenpted to keep units in
noder ni zation status, which is contrary to good managenent. O,
to achieve a good score with regard to mai nt enance workorders, a
PHA m ght be tenpted to keep sone types of work off the workorder
system thus |osing val uabl e managenent i nformnati on.

And finally, there are questions with regard to PHVAP s
validity -- that is, are PHAs that score higher better managed
than PHAs that score lower? One issue here is whether PHVAP
contains all of the relevant variables. For exanple, it does not
contain an outcone indicator on crine control, procurenent, or
custoner satisfaction. |If these aspects of operations are
thought to be the sort of thing that a well-managed PHA cannot
fail to address, then PHVAP could be deficient. PHVAP al so
focuses on nanagenent, rather than on sone inportant conpliance
i ssues. Thus, a PHA could offer well-managed housi ng, but stil
performrather poorly with regard to sone conpliance i ssues.

Al so, PHVAP is not an absol ute managenent performance standard.
"Wl | - managed" neans a wel | - managed PHA. Because the PHVAP
standards do not take into account the managenent perfornance of
private housing, there is no way to tell whether a well-nmanaged
PHA is actual ly well-managed housing relative to conparabl e
housing in the private sector.
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Use and I npact of Information on Qutcones/Results

The primary use of PHVAP is to provide uniformty in
eval uating PHA performance. Through PHVAP, HUD can hold PHAs in
different parts of the country to the sane standard and can
assess individual PHA' s over tine to determne whether they are
inproving. The considerations noted above suggest sone possible
problens with PHVAP. HUD recogni zes these potential problens and
is working to inprove them It expects to nonitor and adjust the
systemover tinme. However, the general consensus is that as
currently constituted, PHVAP works pretty well to identify the
wel | - and poorly-performng PHAs. The Departnent currently uses
PHVAP in its overall managenent of public housing and believes
that it has been a val uabl e resource.

PHVAP al so lends itself to a risk assessnent approach to
nmonitoring PHA performance. |If PHVAP correctly identifies the
PHAs that are poor, standard, and good perforners, HJD can then
concentrate nonitoring and technical assistance in ways that can
hel p the poor perforners inprove. Those that are poor perforners
("troubled" in PHVAP terns) are nonitored intensely. They al so
must work with HUD to inprove their performance and are the focus
of technical assistance efforts. Those that are high perforners
recei ve sone benefits, including public recognition as good
perfornmers, sone reduction in their reporting burdens, reduced
nmoni toring, and other incentives.

Every nonth the Departnent generates a PHVAP report. This
report is distributed to the field and the PHAs. The nost
significant use is that PHAs that are on the "troubl ed" or
"nmod-troubl ed" list need to work with their field offices to
improve their performance. Specifically, they are required to
enter into a Menorandum of Agreenment (MDA with the field office,
which is a binding contractual agreenment between HUD and the PHA
designed to bring about significant inprovenents to the PHA s
managenent. The MOA is updated annually as |ong as the PHA
remains troubled. Failure to inprove can result eventually in
HUD s taking over nmanagenent of the agency.

The MAs for PHAs that are "nod-troubl ed" frequently
restrict agency discretion wth regard to the Conprehensi ve G ant
Program (Conp Grant) and t he Conprehensive | nprovenents
Assi stance Program (O AP). Conp GQant is a block grant that HJUD
uses to fund public housing nodernization in |arger PHAs. O AP
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is a categorical programthat funds nodernization in small PHAs.
Being in the nod-troubl ed category may cause a PHA to suffer such
sanctions as the inposition of budgetary Ilimtations and deni al

of program participation.

PHAs that are neither troubled nor nod-troubl ed, but which
receive a failing score on any PHVAP indi cator nust prepare an
i nprovenent plan, which specifies the actions and tinetables it
will take to correct the deficiencies that led toits receiving a
failing grade.

HUD gives priority to troubled and nod-troubl ed PHAs in
providing themw th technical assistance to correct their
defi ci enci es.

At the other end of the spectrum being considered a high
perfornmer is considered as high prai se by many executive
directors. It makes the PHA and consequently the Board of
D rectors, the Mayor, and perhaps the comunity | ook good. There
is evidence that PHAs do strive to be considered high perforners.
Sonme PHAs generate their own PHVAP scores several tines a year
and present themto their Board of Directors as evidence of how
the PHA i s being nanaged. PHAs may even make too nuch of a high
PHVAP score, perhaps citing it as evidence of overall excellence.
HUD notes that PHVAP just measures nmanagenent performance in the
areas covered by PHVAP. Wiile it is inportant, a high-scoring
PHA still can be deficient in many inportant areas of conpliance.

PHVAP does not provide incentives to PHAs to i nprove beyond
the "high-perforner"” level. Thus, a PHA that scores a 90 on
PHVAP really has no incentive for inproving to the 92 or 95
| evel .

PHVAP certainly plays a role in determning how HUD nanages
its own resources. Key decisions with regard to the types of
techni cal assistance to be provided and who will receive it hinge
on PHVAP scores. The PHVAP scores of PHAs in the jurisdiction of
specific HUD field offices nmay provi de i nportant managenent
information about the quality of work being done in the field.
(ne current exanple is that the New Oleans field office is under
cl ose control by HUD headquarters in part because of the | ow
PHVAP scores earned by the PHAs within Louisiana. Wthin field
of fices, PHVAP al so influences resource allocation. Troubled
PHAs require and receive greater staff attention.
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Cost s

The principal costs of PHVAP involve the staff tine needed
toinplement it. PHVAP is admnistered by one staff person in
HUD headquarters, who works full tinme onit. This person's
supervi sor al so devotes a portion of his tine to PHVAP.
Additionally, HUD field staff review certifications, devel op
figures on the indicators that are not provided by the PHAs, and
send out the scores and conduct confirmatory reviews. Wile it
is not possible to estinate the workload in terns of full tine
equi valents, there are about 58 field staff who spend a
significant portion of their time on PHVAP. And these staff have
supervi sors who spend | esser amounts of tine on the program
course, the systemrequires additional staff support for data
processi ng and general Departmnental overhead.

PHVAP appears to be a fairly cost effective system The
principal financial costs are in HU staffing and the data
col lection and reporting costs incurred by the PHAs. Wil e these
costs are not insignificant, they probably represent a savings
over alternative managenent procedures. Essentially, even though
HUD staff nmust generate PHVAP scores, conduct confirnatory
reviews, and negotiate MJAs, this is probably a significant staff
savi ng over having to do nore hands-on assessnents to identify
poor perforners on a case by case basis.

Simlarly, with regard to PHAs, gathering and reporting data
is not without cost. Under the Paperwork Reduction Act, HUD
reported to OMB that the total estinmated PHA burden for PHVAP
requirenents is 8,515 hours. But the requirenent to collect and
track the managenent information required i n PHVAP undoubt edl y
represents a significant nmanagenent inprovenent for nany PHAs.
Those that already had good managenent systens in place incurred
fewer costs to conply with PHVAP. And on bal ance, PHVAP has
resulted in nore autonony for well-performng PHAs, which nmeans a
reduction in their conpliance costs. The troubled PHAS nust
incur the costs necessary to inprove their systens, but they
woul d have to do that in any system

PHVAP has been a generally popul ar systemfor all of the
parties involved in it. There has been on-goi ng negotiation
within the public housing community about the details of PHVAP,
but there is consensus that the PHVAP concept is sound and t hat
t he systemwor ks reasonably wel|.
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Lessons Lear ned

PHVAP has and will continue to change based on HUID s
experience with it. There has been | earning, and the Departnent
expects this to be ongoing. Probably the nost inportant |esson
is that a PHVAP-1i ke systemw Il work. It has been successfu
enough to pronpt HUD to pursue a simlar system Section E ght
Managenment Assessnent Program (SEMAP), for use in the Section 8
rental assistance program

HUD has al so | earned sone things about the details of PHVAP.
The draft proposed rule, which is being considered within the
gover nnent today, would nodify several of the PHVAP indicators
and weights. This is based on experience and represents m nor
tinkering to inprove the system For exanple, one change woul d
be to elimnate tenant accounts receivable as an indicator. This
woul d be justified on the grounds that it measures the same
financi al nmanagenent concept as other indicators, such as
uncol | ected rents and the size of cash reserves.

Anot her of the proposed adjustnents woul d | essen the
presence of sone qualitative indicators, such as the presence of
a systemto track unit inspections. Instead, nore enphasis woul d
be placed on quantitative indicators, such as the percent of
units actually inspected. This change woul d reduce the influence
of subjective differences anong field office reviewers and ensure
that all PHAs nationally receive equal treatnent.
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Anot her proposed change woul d nmake it nore difficult for a
PHA to earn the "high-performer” rating. Over time, PHVAP scores
have inproved, in part because their nanagenent has i nproved and
in part because they have learned to do the things needed to
generate higher scores. As nearly 50 percent of PHAs get to be
"high perforners,” it is appropriate to reconsider the standard.
In the current system a high performer is just one that scores
90 percent across all indicators. The Departnent proposes that
in the future no PHA will be considered a high perforner if it
has not scored at least a "C' on all indicators.

Finally, the process of devel opi ng and adm ni steri ng PHVAP
has hel ped teach HUD how to rate the admnistration of public
housi ng. Wil e everyone knew that a well-managed PHA woul d be
one that maintained | ow vacancy rates and responded to requests
for mai ntenance, for exanple, no one knew exactly how to neasure
whet her a PHA was doing a good job with these and other critical
managenent operations. In the process of admnistering PHVAP,
the Departnent has | earned better ways to count the units that
ought to be included in the base for cal cul ati ng vacancy rates
and for tracking the response tinmes appropriate for different
types of workorders. These actions have informed public housing
managenent standards that go beyond just generating a PHVAP
score.

Next St eps

The direction of the Public Housing program has been the
focus of an inportant policy debate. Legislation nmay change the
nature of public housing, as well as the resources that are
avai |l able to HID to nanage it. PHVAP already is well-established
as a HUD managenent tool, and it is very likely that PHVAP will
continue to evol ve as policy takes shape.

The Departnent has a proposed final rule that woul d nodify
and i nprove sone of the PHVAP indicators. As conpared with the
current InterimRule, the major changes in the proposed rule are
that it drops sone indicators and changes sone wei ghts. For
exanple, it drops that tenant accounts receivabl e i ndicator
because it is considered to overlap rent collection and ot her
financial indicators. It also drops the devel opnment indicator
because so few PHAs are doi ng new devel opnent. Wile it is
difficult to predict when a proposed rule wll becone final,
perhaps this rule will take effect early in 1997.
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The Departnent will continue to refine PHVAP. [f changes in
t he public housi ng system nake new i ndi cators necessary or render
current indicators obsolete, HID w |l adjust PHVAP. If
monitoring, audits, and infornal feedback suggest that
adj ustnents are needed, they wll be nade.
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The Departnent al so expects to conduct a formal eval uation
of PHVAP to determne its validity and the effect it has on PHA
performance. Such an eval uation coul d produce findings that |ead
to adjustnents in the program However, this evaluation will not
begin until the proposed rule is final and has been i npl enent ed.
The Departnent does not believe it would be useful to eval uate
PHVAP presently, because the current systemw || be superseded in
about a year.

It is inportant to note, too, that although the Departnent
views PHVAP as an inportant step in inproving PHA nanagenent,
PHVAP is not the only activity in this respect. PHVAP is
designed only to assess PHA nmanagenent. It is not intended to
assess conpliance. A salient exanple is the Vidor, Texas PHA
which HUD recently took over. According to PHVAP, Vidor was a
standard perforner. That is, they collected the rents, perforned
noder ni zati on, handl ed nai ntenance, inspected the units, and did
the rest of the things that PHVAP neasures. However, they were
in violation of Fair Housing requirenents, and this necessitated
HUD intervention. It is possible for other well-managed PHAs to
be out of conpliance with these and ot her Federal requirenents.

Simlarly, custonmer satisfaction is an inportant HUD goal
In the case of the public housing program it is possible that a
PHA wi th hi gh PHVAP scores mght still have |ow |l evels of tenant
satisfaction. HUD has been pursuing efforts to survey residents
of public housing to assess both the condition of their housing
and their satisfaction with it. This type of information is seen
as a necessary supplenent to PHVAP, although HUD is not pl anni ng
to add a custoner service conponent to PHVAP. PHVAP seeks to
nmeasur e obj ectively whether the agency is well-nmanaged.
| nportant as custoner satisfaction is, HJUD sees tenants'
subj ective opinions as sonething different from PHVAP.
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ATTACHVENT A

This attachnent contains a copy of the PHVAP regul ati ons
from24 CFR Part 901. It is difficult to describe PHVAP is a
brief case study because of two basic conplexities: (1) the
intricacies of public housing managenent and (2) the fact that
PHVAP is a mathenmatical formula involving 22 variables. The
regul ati ons presented here describe in precise detail the
definitions of the PHVAP indicators as well as the cal cul ations
that go into generating a PHVAP score.

This attachnment al so contains a table that shows recent
PHVAP scores for sone of the larger PHAs. For exanpl e,
Bi rm ngham had an overall PHVAP score of 83.7. This was
calculated fromits score on the 12 indicators, which also are
presented in this table.
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ATTACHVENT B

Thi s case study was devel oped by HID s Ofice of Policy
Devel opnent and Research (PD&R). The princi pal source of data
was conversations with officials in HIDs Ofice of Public and
| ndi an Housi ng (PIH who devel oped and adm ni ster the PHVAP
program as well as officials in PD& who have done research on
publ i ¢ housi ng managenent and who hel ped to devel op PHVAP.

In addition, this study relied on the follow ng witten
sour ces:

o] 24 CFR Part 901 (interimrule)
o] HUD Handbook, 7460.5, PHVAP Handbook

o] HUD Handbook, 7460.7, REV-2, The Field Ofice
Moni tori ng of PHAs Handbook

o] HUD, O fice of Inspector General Audit Report,
93- HQ 101- 0006, February 4, 1993, "Limted Review of the PHVAP
Program "

o] 24 CFR, Part 901, proposed rule. Published for coment
on May 6, 1996.
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